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To estimte the wulnwrebility of tha Soviet bloc %0

econonic . ‘mz".fmé

- DEFTIOCTION

1 24

The term "écoﬁomié warfere" as applied in this paper
covers the offensive use in peacetims of msasures to |
. . diminish or neutralize the war potential of the Sovisb
bloge# | |

# The Soviet bloc is definsd aas Ths USSR, China, Albanis,
Bulgaria, Czechoslovakia, Eastern CGermany, Ilungary, Poland,
and Rumania. The vulnera.bility of Korea, Outer lngoliag:

and certain Comrmunist controllad areas in Southeast Asia is
not considered because of the relative insignificance of the -
economies in these areasg however, it is assumed that eec-
nomic warfare measures will also apply against thsse regions.
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- The extent to which in the event of war the resources
of conquered territories could be effective;!.y utilized and
the extent to vhich they would represent a net gain 'bo the |
vbloc is a problem beyond the scope of this papere Ths absence ,
of milita.ry opmtions is assumed as a pa.rt of the ’oerm '

of referencao h

Since China is -engaged in mlitary opmtionls ageinst
United Nations forces in Korea, it is neceséaﬁr to asaesa |
the effect ef aconoric wa.rfam wpon China under ,‘ 'b{m_ &ﬁs‘t«n
ing 'circxmsta.nces, -

The meaeures considemd ava.ilable to the Westesm |
N : - pwem to dmnr e:qaorbs to the Sowiot bloc includa the
o o foz.;owings axport, and smport l:.censinw trade ma,rﬁpulamon, N
' pmclusiv'el bmr:ingﬁ black listing, foreign fu_nds control,
and the dznia&. %o the Soviet- bloc of ac_céss te non~Soviet
maritine and air facilities. The offocts of blockads and
| of the use of the mvicart and ship warrant systom are
| | : not considercd in this paper under the torm economic waxw
! B , fare since these masumsmusu@not mployodexeapt
o inastateofmre_’

J

SECRET
Declassmed and Approved For Release 2012/09/20 : CIA- RDP79R01012A000500030016 8




Declassified and Approved For Release 2012/09/20 : CIA-RDP79R01012A000500030016-8

CELZRAL COlICLUSIONS

IDLITARY CAPABILITIES

" 1e A program-:? of econcic vmrfare d:i.:ecﬁed against .
tho Soviet bloc, which cncorpassed selected .commoditics

| a_nd‘scirﬁic'es and which received a h;x.gh degras of cooporas : | |

tion f_réﬁ the f\IéStem Povors mﬁld,_ if ,ﬁa]_.l coordinated

énd vell e:nfoz"ced, ,seriousl'y reﬁafd and linit the dovelope

ment of the Soviaet bldc rm.r potential. . Although, bééause
~of 'f’bhe’ gdvgncéd gtate of Sbviet’prepar.edness for war, such

' a program wbﬁld not simji‘icanﬂy affect the presont,_' capép

bility of the USSR to wage initial campaigns, it would,
~ nevertheless, sariously affect the capability of the USSR

.- to conduct a general. wax of long @wétiono'

COIDUCT OF FOREION POLICY

2, The total offects of a progran of cconomic varfare
- are not Likely to force a basic change in tho azx0ssive

forcim p_dliéy of the USSR

% llo atterpt is made to assess the genoral effectivenass

of tho conirol ueasures that are already in aeffect, or to

sug oest wherein they are adequate or need to be supplemsntods
It should be noted, however, that direct US shipments to the
Soviet bloe have already been reduced to relatively insige
nificant nronortions throujh our axport control policles.

«3- o |
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BCOLIQLIIC AL POLI IGAL SJ.ADILITY

, _3; The gi‘fect of a wrogran of ecoﬁomic warfare on the
aconomic and poliﬁical stability of the USSR and its Satel=
Jites and upon relations between the USSR a.nd ifs Satellites
w‘ould.nét be décisiVe, 'bhough such :a. ‘program would intensify
‘popular di_.scontm’_o, paxfbivmriy in .th‘e Satellite states |
and would aggravate problans of cormodity _ésstribution )
throughout the bloc,  Soviet auﬂlority,‘ however, would doubte
less bo 'effet:tivve-inr doalmg witij. conflicting clains among |
the .Satall'ites for écarce 'c:omoditieso. In view of the repros-

| - sive power of the Soviet bloc samlrity orbanizat:.ons, the B
political sbablli‘by of tne various re":.ms uould ot be

scriously aeopardized..

ECONOLIC DIVILOPLENT

h; A pro'rram of aconomic rmfare would add to bne ine
,tornal seononic orobl\,.ns oi‘ the U Sl and its ‘Satellites amd
‘muld nake it virtually mposs:x‘.ble-to ' cmy out plans for
the balancod doﬁel’opmmt 6£'their eoonomiese ~ Such ")rosPects N
as they now have for naxrom.n(_; tho prasent 'rma.t 3ap be«» |

-bwoen r.hcir comb:mod productivo cwvac:.t:.es and those of the

. liest would be decidedl/ reducedo

A

- OECRET
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- ABILITY TO R=DUGCS Tl SFFECTS OF COLTROLS

50 ‘To achieve worthvhile rosults a high dcgi'ee of -
'eoooeration anong the ilestem powers is essent:.al%- other-
“wise ‘che Soviet bloc could reduce the ei‘fect of an econormic
-warfaxje _program: a) by purchases.from Vlestern nations un=

© willing to engage in para?rlel Iéction..on the ec§némic A

| fare prograﬁ; é.nd D) by the émpioymant of covert tradé

' chamnels to circumvent controlse In any case, the Soviet
bloc would aﬁfwmﬁt to reduce tho effec'ts.by a.d,jﬁstmmté -
within the econory, n.ncludz.nu reallocation of resources s the
use of synbhct:.cs and uubstltutes s and. the tcmporary util:l.za-
tion of stoclqnlos; Thore would, howsver, be a definite
limitation on thoa.r ab:.l::.ty to reduce tho efi‘oct of controls

throubh such mternal ad,justmentso

CUINESE MILITARY CAPABILITIES -

6o Tho af:éct of a nrograu of ¢conomic varfare a;;Mt

China rgquires special considoration since China is actually

3¢ Althom,h it is not actually within Lhe terns of referenco
of this estmte, it should be noted that affective ncasures
for seoncmic warfare agzainst the Soviet bloé would involve
substantial cost. This cost would probably includs s inter
alia, loss of tho imports of liastern Burope fron the Soviet
bloc wuich are of sizmificance to their econoniecs, and would
require a redirection of trade. This estimate malkes no =
- attamt, however, to balance off the couts of oconortic vare
fare abaa.nu’o its advmltageso

-5 =
e
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engéged in mil:.tary operations of mjof importance. The
'effect of economic wat"faz;e‘ alone would not be a decisive factor

. in limiting Quinese military eapab:.wnes. Conbinad mith '
the preuent dram caused by the mrean uar, however, 8COo=
nomic mmrf.‘are Tould substantially reduce Gu.ne e military
capabilities thou:h not to the extent of m';.tlcally disxj;pting
current m.ln.tary operations. Unless tho _Sovief Union wore
engaged in ma.pplyinﬁ major campal:i.-:_:gm élSevﬂmore; it wouwd

' . have the ca;nébi]ity, despite cortain s@g@des in its

GCOoNOITy, of supplying Giinats essentié.ivnﬂlitai'y requirenents,
but it is uncertain how rmuch the flow of Soviot supplics to
China could be stepped w> without creating eritical transportas
tion difficulties. Thé effect of these difficultises _togethef
with the drain caused by the forean war might exert & Testraine
ing 1ni‘1uence upon Cn:mese plans for i'm'bher expansion in |
Southea.st Asia or mi ht sigxit‘icanﬂy harper the execut:a.on

of . °uch plans if thoy uerc put :mto operat:x.ono .

GIIESE TO0HOLY

_ 70 The :mdmtr:.a.. centers of China which are largely
.the )roduct of . ostern ca.p:.tal:.sn are pem:l:.arly dooendent
upon the \ost for raw mterials, for suppl:;.es s and for ine
dustrial spare narts, and, mdeed, even for the mmtmmnce

of sous of the bare st eu..»ent.lalu of an :mdu.,tr:al type of

Deciassified and Approved For Release 2012/09/20 . CIA-RDP79R01012A000500030016-8
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societ&; A progran of cconomic verfare, by deprivin; ihese
. canters of their iz:ipor’cs 9 would consequently iw.ve a serious
.effect on their cconony and would incroase the pirobl’ens' of
J.nterna.l coritrol thoras A viell chforce_d progrém of econoric
warfare would also make Gommnist China more dspendent oh ﬂxa_
very limited Giiness rail facilities connecting with the.USSE.
Such a brb;;ra.m would 'Inve'} inereasingly serious éffeé’os» I‘t]
,'a‘ould hamper current industrial product.ﬁoﬁ, retard industrial
development and might soriously limit Chinats ability to suse
tain large-scale military opera'bionso If contmued for a
long enough time, it micht oven threaten the internal smbmty

~ of the reging.

'DISCUSSION

VULIGRABILITIES OF TIE USSR AID ITS EASTIRN UROPEALN SATELLITES*

.8, In 1950 tho USSR and its astern Juropoan Satallitos

~

importad ro'vrhly Lol to 51e6 billion worth of goods fron
the oubside world, hile the a.munt is only abou‘b aono »ercont of
the a _oregate national output of the Soviot bldcg it consisted

% A more detailed discussion of these vulnerabilities is con= -
tained in OIR Report lioe SLUT of 26 January 1951, Vulnerability
of the Soviet Bloc to Txisting and Ti htened lestorn axport
Controls. . ' ‘ '

-

_ | SICRIT | | ;
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primr:.‘ly of itens essent:.al i'or ml:i.’oary preparednoos and

| for e:cpa;xsmn of ths basic mdustries of the Somt orb:.to
It included, in part:.cula.r, equipnent @bom Western

| technical improvemantsg sona of which was imported to serve
- as models for Sov:i.et ébpies, ' Inabili‘by of the Séviét bloc

to p:"orcufe ésséntia.l import xeqﬁirenncnts would seriously

retard cconomic and technological -de'volopme'nt in many linese

| Iow Industrial Productivity of the Soviet Dloe

| 9o The very low por capita in‘comy bbth in the 4USSR
and in the Satellites_ 'refle&bs an cconomy with a vory o |
limited total area for adjustments vhich might be necessitated
by meas;més of cconomic warfare directed against the blpc; -
- It reflécté oh“ohe othar lmnd the existencs of an éuthoriﬁariﬁn ‘
' reg:me which has the nower to ration consumers to the barest
subsistence level and consumers inured to such a low lovelo
Tnis_ means that adjustments in the Sovict cconomy which night
. be nccessitated by necasuros of econcmic 1':ar£ara -m,:v bé fedsible .
: even thbpgh they have to take pldce within an area of exctrenely
linited umneuverability, |

»1“0¢ Therc are very few economic rescurces within the -
Soviet bloe which ‘are not in much shortor swply than in the

tiestern bloe. '1‘11 us, even in the case of joneral purposs steel,
N . ’ '

SECRAT
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uh:.ch is not sut:_unted to acn..,t:.tute a8 comod;ty in crlt:.cal
shortaze for the SO'V:LO‘b bloc, both total product:.on ard per

- capita production, is for example only a fraction of tha.t of the
United States or of the Vestern blocs Consequertly total steel
product:.on in the USSR would not, at the present time allow,
for exanqnle, a larrre merchant gh:.p construction progran or a
~grazzd: expansion in the number of automobiles without a drastic ;
curtaﬂnent of war matorials. This raolatively low production

" of steel thus constitutes a slm'p lnmtat:.on upon the :.ndustrial
capa.bnlrb:.es of the Sovict Union in compar:.son with those of

~ the United States or of the entire Vestcen bloc. ' The uov::.e'i:.
econony, horsver, is adjusted ’sq presem", ‘supplises of steel |
ﬁrodnc'e_d dbmestically,”and "since the USSR doas not raly to

a significant degres unon inportb of finishod uc,ncsredl. 'purpbsé
stéel, thare is onJy linited qu._rierabiiity to economic war-
fare in the case of steol or of other cormodities in like
status. | |

1L, Qu:.te difforont is the ‘casé of nost of the obm-’ |
modities and facilities diseussod bolows In theso cases tho |
shortage is dsemed critical not, primarily becauue quant:.ties-
availlable are low in ecorparison with those avmlable to the
Viestorn Powers s but bocause a significant propertion of the |

quantitics used by tll_xe' Soviet ceonory have been imported ancl

-9 -
SECRET
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are not likely to be replaceable without a substantial
additional cost to the economy. |

Tuel and Powor

12, 0P the three ma.in sources of pomarm-coal, petrolemn,
and electricity-ethe Soviet bloc is least vxﬂ.nerable with re-
spact to coal,

13, Petroleum production and stocks are a.dequate for a
reasonable rate of peacetme economic developmant and for,
initzal military campaigns, but they would probably be ine
sufi‘iciehi to sizpporb, the. requa.reuents of a large-scale vax
of long duration involving stratogic air operations, =
espoacially if somm of: the refinjng facilities r:efe destroyedo'.
Expansion of" c:mde oil output in excess of planned goals has .
been achievod through over-:u.ntenslve u'b:.llzation oi‘ facﬂ.li-

. ties. Thers are snorbagas ,of nany types of oil field eguip~-
nent‘,.\ranging fron goophysical Irsro'spe'ct‘ingx instruments to
drills, rigs, and essantial pipe and tubing’. The éhbrtago of
rofining ,aé.pacity for the preduction of 100 octane aviation
zasoline and high grade lubricating oils is of pa.rt:.mﬂ.ar :
importmeee At prasenﬁ 'bhvere‘ ara indications tlat a.ir units
are ‘rationod in tho use of aviation ga.solineg vhich may be dus,
hovmsver, to transporta‘bion cH.i'.t‘;cultios a.nd/or stoclcpilinb as
well as to the 1m1 rofining capacityo

=10
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140‘ In electric power the US& ard its Satellites

hm not been able to pmvide the generating capaeity ene
visaged by the state plamerss despite large imports of
equipmnt from ahroad Major items :Ln short mp]y are
' gtean and hydrooleetrie m:mea and genara‘tomg switching

: and contml equimsn‘bg large power trsnsi’ozmmg ateam
bo:u.ers end boiler tubes, e‘lectrical indicating and reoorae ‘
ing instruments, and electric motors of over 200 HP, Ez-
pansien of electrie power capacity has a leading priority
thrmxghmr&. the bloc, end inability to obtain the aquipmmt

) neeessery would mede the expansicn of neny other mﬁustries
and ret_ard the development of Teserve eapacity so neeessary
in the event of destruction during war. - o o

15, (a) Copper end lead are in short supply in both
'th@ Soviet ané Sgtellite awﬁcﬁesg ’Copper is smong -thé most
critical of the mstal shortages and in warbine direct military
Fequirensats 4n this metal eve extremely high. In 1950
Soviet mx&:put of copper toteﬂ.ed betwesn 250,000 and 30%000 ‘
' ‘bons and morts mngw ’hem 503000 and 1009000 toms, ‘
Practically all of those impor& requirmts were supp]ieﬂ "

by Western sourses,

SECRET
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(‘bf | The Sateliites | con't:&mé %o aequire tin and
tin alloys from the West;, although the inclusion of China
in the bloe has mde such proeurememt less imemtiveo
Imports of‘ Chinese tin would be sufficient f’or mhzinnm
peacetim needs bu‘h would be insuff:icient t«o meke up ';bh@ |
deflett o vartine, | o
| {e) Zinc, ~tmgaten9 nickel, ‘brmze9 and brass
ere in tight svpply. Soviet requﬁ rements for niekel in th@
stomic energy progyem make this item perticularly impartmto
The d@ficﬁleney in ttmg;sten‘ém ‘be partly oﬁ‘sét ‘by Chihea@
supplieso ' | _ ; ‘ |
| (d)v Cobalt, mercury, and'}cadﬁitm have reportedly
‘been smggled into the USSR, indicating a shortsge of an&
e imtense interest in acquiring these items.

(e) " Alvmirum capaicity is satis.f'actory‘ with the
" possible exc@ption of facilities for produeix)g alumimm |
| 'faﬂ.le , R _
| 16. The Soviet bloc eeonomies have adjusted to |
 1imited but increasing supplies of steelo Consequently, N
- even ﬂwugh the quan'ti't.ies av&la‘ble are far below thoss @f
the Westorn Powers, s ‘carbon steel ia not lilwly to constia '
tute a eritical shomagee There isy howevar,, e pmiculw )
stringency in high grade alloy steel, and in certaln produsts

212 =
| SECRE® -

Declassified and Approved For Réleasbe 2012/09/20 - CIA-RDP79R01012A000500030016-8




Declassified and ApprO\}ed For Release 2012/09/20 : CIA-RDP79RO1012A000500030016-8 |

SECRET

- such as seamless pipses a;?xé"tubmgs .and‘ste?el }wim and eable.

| Czechoslovak and Polish steel productim»v depend to a ‘@;on,- |
siderable degme upon high grado Swedish iren ore, If "{m'

- gupply of this ore were cut off, ﬁz would ay the leasta
for@e extensive pilmt, and equimnt changes in these countx"iéso
‘I‘hé va@hievement §f planned goé.ls- for iren md ‘steel pfodu@m :
tion, pé,i'bieularly in Polands 'C:zefchtzosl,@wa}ci.sg9 | and Hlungaryg
would be mtarded by Mabilmy 0 progure -ne@assaiy equipr;@nt

from the Westo

NgnsM%allm Bu.nerals and Salected Maxmfactma

17 In this category ahor'bages are evident in industrial
“diamonds and other industrial gemstonesa graphi.t@ and electrodes,
piezoelectri@ quar%za manufactume ef mica and possibly aaw
besizos brake liningo Although these shor&ages afm@t mmy
'key industries in the boviet. | blo@,, the mlatimly small bulk

_ represénteé' by séverél of the above items (parﬁti@ﬁlaﬂ,y |
industrial gemstenea) mekes eireumvention of controls

‘dzhrough clandestme shipments relativ@ly 8impl@o

. Ghemicals
180 The USSR and its Satellites ars relatively selfo
sufficient in raw materials for the chemical industry, except

for sulphur and pyrites. Production facilities for basie

, SECRET o
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@hemieals are adequate for current requirementss
alt.hough the indust.zy would be hard pmssed to su.pply a
major war effort of" lonp durat.ieno The key items. i.n shor%
', supply are the speeial chemicales many of which t.he Soviets
| have attempted to pmcum from the Westo Thege include
-plastics, phamaeeu&icala, rubber chemicals and c;arbmi
- blaek, and ehemical ce].lulese of nitrating g‘radeo —In the,
equipmeni; line‘9 it is believed that export controls on such.
items as glass lined equipment;, special valves, reactors,
veemm and pmssure pumps and meording and eontrol apparatue
.could be an impor@ant factor in ret.ardmg the expansion of

@apacity in lines importantq %o t,he military potential,

Rubber and Rubber Pmducts

190 Unrest.rictoed purchasee of naturel rubber during
the past thres years have -enabled the UbSR to bridge one of
‘.t»he most vulnerable gaps in. its strategic supply nositions
| and by providing stockpiles for i‘utura needs, have great&]y
: strengthened the Soviet military position, Futum msm@,
tiona on natural rubber shipments would, of course, force the
Soviet Union to dip into its stockp:.le sooner than it intendeg
© both for its om use and for its Satellites The 6oviet,
aynf;hetie rubber industry pmsently produces between 2209000

_-and 270,000 tons of Bynthe'&ie x'ubber annuallys and t.hua

s

oM DT
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requires about 75,,000 to 90,000 tons per year of natural

mbbsr for admi:cturao In the production of tires even though
rubber stocks are adequateg ther iifficulties detract from

the quantity and quali_ty of tire .outputo " Strict Westem

coﬁtml over ship:ﬁznts of all sizes of tiras;)togethez; :

with 'embargces' on tire?%manufacﬁuring lecm.:ipxneni;‘9 tire | cordg '

and carbon Black, would be among the most ei‘fective means of exé :

ploiting this vulmrabili&ye ,

Got.tgons Wool‘l and Herd Fibers

20, A Westemn embargo on. cotstaon and wool fiber export,a
to the USSR and- Eastem.Europ@..would not have a eritical
-ei‘i‘ect_, upon;.'ghe -é_@cnonv. of the bloc as a whéle; T_he_ impact
upon the USSE would not be serious in view of the relatively
small share of Soviet imports @ompamd with domesti@ ou’eputo :
It, would necmsitat.a the closing down af some textile ;

| plant,s 4in such indust;r:ﬁ.al Satellite countries as }Poland
and Csechoslovakia, which hai}e a well -davsloéegi textile »
yindusjtry of long 'étanding, 'bixt- lack the bf@&d domésti@.' rew
material bases that the So'viet‘Union pos‘.sesaeao Some diffi- |
culf.ies are likeiy to be ekperiencedg principally in the USSR
as 8 msult of t,hs loss c:..‘.‘ highequalitoy grades of both co%m
_' and woolo 'I'he Soviats are aware of this deficien@y and have

- pufchaaed larga quant,ities of gool for stockpile from Anstraliag .

=15 =
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“Redﬁced aupplieS'@ould bs'pértialiy offéeﬁ by increased
domestic pfoduction of synﬁheéic fibers§ particularlyvin'
Poland, Czechoslovakia9 and Eastemn Genmany and by temporany
withdrawals from stockso Military and industriai_reguiras
mgnta would_b@ giv@n prioniﬁy'iﬁ the allocation of suppliés9
‘and the main brunt'of any reduction arising out of Waétena
controla would hava to be borme by the civilian eonsumer,

210 Gassation of imports of hard fibers (sisal Jute,
and Henequsn) into the Soviet bloc.would creats some stpimm
,gencieé; but probabiy not have_any‘¢iéastrous effeéﬁAdn thef

| indusm.al_ and military sconomy beeéuse of the ability to

. use domestic Tibérs as substitutes,

Metalworking lachine Tools

22, Increased restrictions on Westérn'éxports of

machina tocls would seriously impade devalopmen& of Soviet 7
and Sntellite egonomic potantialo -‘Nestem trad@ restrictighs
on cartain corplex types @ould creaﬁe bottlenecks
Within a short period of time for example, in the manuracture

_ of pracisian gears fbr certain types of aircraft@ Soviet
‘bloe efforta to get ma@hlne toola of numerous typea=“mul§i= |
spindle automatic lathess honing and 1cpping machines, hori=

' zontal @ombination boringa drilling and milling machiness etCo="

 ars strong evidencea of the 1mportan@e of those itens gg “total

- 16 =
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Soviet fea@onomic d_evelof;mentao'

Electaronics Equipment

23, Alﬁxough the boviat bloc has dev: loped most lines
of electronics productign, it has not bean able tq develop .

2 gqmpmheﬁsiva e;nough' qle@t;fpni@s ;nduétzwy' ?;o' péodu'ca. e
| iarge enough volume .of_'mamrialsg- component parts, and i;m_ins which
migh%- well ve of critical impprm@e in the px;osevcixtion' of :

v- a ware "'Int‘emsyiw‘ éfi‘ex'ts have ‘bele\x_l.made to JoCUrS raw
maﬁerialas electronie equipméntvah¢{c6m;pn§nt3; pfoductién,
@quimémt, and technical infdmation throngh both overt ‘and
e‘onvert érad@‘ @h;nnélam Deni,al of hestern - exp@rt,s m t.hose

' 'lmes would sericusm,y ha.mper Soviet bloe ela@%mnics develops
_mnt and prociuc'ébiono These weaknesses would ba felt in the y
f:i;élde;" of rédaré guided misxsiles,, radio, ‘aix’smft: navige=

' tiohal aids and atomic amrmre Ii:“awrﬁal adjustments by the
USSR and 1 2] Satelli%a would not be abla satiafactorily to

oﬂ‘set this defimen@a

/

Pre@iaiom Lnsﬁzmmnm

2k, Tha Seviet bla@ has the sane vulmrabili&y t0

restrictions on shimenta of pm@ision mstruments thaﬁ it N

has in t&w cass of ele@tronﬁ.@ equixmnen‘bo The ontirs orbit

is’ crim.cany sh_or*@ of a number of spe@ia;imd masurihgp o

\

' - SECRET -
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analytieal end control instrummts essential for a wide
range of industrial and militory demanidsa Items in shord
supply include such basic instrmments as spectropraphs, |
| vacuum meastming gauges and pyrmneterso

25, The impact of inereased restrictions of Western
exports of abrasive matérialg would be felt directly in the
Am.tal:workling optical ana precﬂ:sioh instnme:it industries,

This in turn vould aﬁ'éct the output of such ftems as bearings,
| . range finders and precision gears, Inpértant deficiencies in
: abrasives include white alumimm oxidea silicon carbide ‘
and certain Specialized grinding uheelao Certain Satalli‘be
 states are currently attempting to develop an a‘bra.sives -
i.ndustryg but it will probably nort be e significant fastor
in the escnomy for. at least five yearao

26, Current production of all types of antifricticn
bearings in the Soviet bloc is quantitatively and qualifa |
tatively below minimm industrial and militery rmwab
Industry thraughout the orbit is a%r;bg]y depeﬁdent en none
orbit sources of bearing étxpplies,, particularly in the case
" of specialized and precision type bearings. Since the end
o8 o
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of the war the USSR has been foreed to inport an estimated

© 10 to 20 million wmits yearly from Western countries for
use .’m 2 wide veriety of vital mchinery and end products

' including afreraft engines and tanks. In the production

. of bcarings for Jot aima.f‘l:, for esmmple, the Soviets rely
heavily on non-orbit sourees. The sizeable postwar procure=
ment program of the Soviet bloc has probably pmvided a re=
gserve of some tyx.'ae}s and sizes; nevertheless, gntifﬂctim
| bearings répresent a eategory vhich is ‘defﬁ‘.nitely mﬂnér«m
sble to Westorn export restrietions. | Cessation of 'ahipnmts‘ :

. would have a substantial impact on eapacity for militaxw and
hduetﬁ.al pmductﬁ.me

2’7° The Saviet bloc 4s dependent on noneorbit sources
for a high percentage of its total requirements for construe-.
tion end rosd building equipment, particularly the hesvier |
and more. speeialized types, If the bloc yere foreed to rely
on domstie pro&uetion of this equipment, the develmnt of
c&pabilities for the m eonstruction. of suech projects as
militgary'installa.tions,‘air strips, and strategic roads will

| be greaﬂy 1inited,

919 @
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, v28° One of the grea'test shorhages in the Swiet ‘bloe“a ,
mternal tmnspor%atﬁ.on system is in railroad railao This
shortage has redueed 'the normal main-henance replac@en‘t of

| - Worn. rails and 1s a factor in failuree to met raih*oad
conegtruction plans@ This deﬁciency hawever wauld not be a
,‘criﬁié'al 1imitation in vertime. It is not viewed as acube
baesnse right=ofewsy meintenance is appa.rentiy above mi.nimm ‘
opsrating levels, and because new line éonstmetﬁ.on of emw -
| nomic as wel‘!. as gtrategic importance has baen go'ingv on
thx*uughm the orbit ares, The capacity of'the Ea’.swbem Euro-
pean Satelliteu to roll rails has been increased and aupply
- should ‘be easier in 1951, - ,
| 29, O'thex" shortages incltﬁes tank cars R tank-fmckag
hesvy-burden fréight cars (inclm:lng well=gars), tires and
.. 'tubesg'mbtor yehicle sp*ar’e" pmeg mlotor‘ trﬁcks, 1oeomotivee9 '
railwaar signai equipments and safety devicas., Hone of
these shortages is suffic:iently critical to force & bma!zo
dom in the system; but they deprive the transpommm
systen of a valuable cuehion in wartime and in peacetim
cause temporary _}‘bottleneeks in the distrlbu%m sys‘h@mo

e 20 -
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“erchant Shippirig'

30, The limited capabilitics of the Sovist bloc
mepchant floots forcé a éhrom dependencs upoh i‘oreign‘ flag
o shipping sources and represent a maaor mﬂ.nerab:.l:.ty within

the blOCo Appromnately 65 percent of ‘the value of Soviet
‘bloc 1@01*@5 and a.bqut 57 percent of the value of its axports
in trade with éo@tﬁ‘es ‘outside the hldc is carried by

. .-mercéhmt vessels, The majority of th:is trade is preuently
carried 'by the . vessels of non=Soviet na.tionso An amlysz.s

‘of shipping angaged in trading betweon Soviet and Satellite
ports and the ports ofvnonos_(wiet nations during Hovembey . -
1950 revealed that morely 90 parcant of e vessels involved
“were of non-;So'viet‘ registery., Western measures designed to -
control the a.vaﬁabmty of shipping to the Soviet bloc
through limi’c;ations_ on the eacp‘ort_'; of items for usa in

‘ expansio’n- 'of shii)build:mg fa.cilitiés through refusal to L
build sh:.ps for Sovict accownt and esPecia]_'Ly throubh denial of "
shippmg itself would senously ln.mt the ability of tha '
bloc to obtain transporb both foxr its dmports and axportss

Adr Transport

3l. The USSR through 1ts Czechoslovaldian and Polish
Satollites ma.inta.ins a network of a:uc rou‘bos serving the
primﬂ.pal “m’opoa.n oountr:l.os in addition to connections vdth
Iran and Ai‘g;mliotm in the 1Hddle. East. A vigorous Nestam.
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civil amt:.on policy toward the Ussli and its Satemtes
,muld not only help contain the Lremhn's offorts to exbem
" :Lts mtermt:l.ona.l alr netvmrk, but would foree ‘the retrenchmsnt
and cessa.t:.on ‘of a mumber of mortant connections, The cffec-f _
tive a.pplicd_'bion of US: export controls on aircraft parts and .
.e%quipmen'b would force cha.ngé_s aﬁd reductions in Gsoch airline
- schedul:oé and has even cause ovezjminteﬁsive u{.ilization of
aircraft and'inadequéte paintenance, The So;qist bloc economy
-is not strongly dependent on these airlines, bub im.bil::.ty %0
| maintain thess a:iriims would have many hon«-commerca‘.a,l disad=~

| vantages.

Reﬁlacemeni Parts
32, The entire orbit cdns'tm‘bly needs | rephcemerrﬁ part's |
for the va.st amount ox a.ssortad foran.gn equipment aew.u'ed h
~in former years. 4 la.rge pcrcentage of the mventory' of
induutrial emxipmnt in the Soviet sphere is of foroign .
manufactura. For exa::.pleg it is eastmated thc:b approximbely
35 parcent of the machins tools in operation in the Uo‘SR: are
Vestern built. The bulk o£ rthis_ _squipmsn’c_.:,r is novr b}re_r Tive
yoars old and is already beginning to présent sorious maine |
| tenangé ‘problems bécausaléf the noneavailubility of spare

SECRET
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pé,rts and the difficulty encdt;ni;ered‘ in manufacturing them.
in the USSR or the Satellites, The problen is further
complicated by the fact that most of this éqpipmnt is of
an ospecially complex -Byp'e, purposely obtained £ron abroad .
because of Soviet inability to produce it domostically. An
\ éstimated 75 percent of Sovict specializaed machine tools
are of foreipn make. The constmtly ‘orowing spare parts “
pmble:xn is, therefore, ooncent.rated in the _ﬁeakest and most
Iimporbant sector of the Soviet orbit. industrial establishménta |

Teclmi;:a&. Ald |

33, In view of its quantitativo and qualitative dee
ficienéies in technieal respimces, ‘the Soviet 'bioc would
probably gain nost ‘by obtaining the scrvices of é:f:pericnced

., ‘engiheerso Their "mowehon® would ena.ble the Soviet Govern=

- ment to-make better uss of the industrial resources which

: it oontrols ancl to introduce new teclmiq:ues in those ine

\ dustries which have been developed in the USoR{relat:.vdLy
recontly. It is vory likely that full use of forelgn |
technicél aésist#ﬁce,' if it ﬁere available; would sti1l be

., hampered by msuific:ncmt siidlled workers and by pol:n.t:.cal
"interference 3 but as:!.de Lron Lhcse two reta.rdinu i‘a.ct.ors,
the principal obstacle to tecimological progress in the

Sovist sphere &s the lack of sufficient tochnicians who

-3
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can brid e the .,ap between a 'worki;ng modei and c'l\uam?ity '
production, beﬁveen a flow chaxrt of some' new process and |
the operating installntion. Judging by the humber and
persiétcmce of Soviet attempts to get technical data :m o

, x,‘ecemf yoars, '} tho blocts most pressing need for technical |
agsistance is in such Pislds as electronics, specialized
‘maetalworking maclunery, teut:.ng equ:x,pment s rubber products,

‘ special chemicals, and potrolemn refining, Heed.less to say,
the publ:.shed and unpublished technologz.cal literature which-
the bloc has procured or .,ought to procure wuld provide in-
fomation that is appl:n.cable :m pra.ctlcally a]_'l. branches of

| mduu'hryg but the USSR and advancod satellite countries un-
doubtedly use such :.nforna.tion primarily in ths i‘ields just
mtioned and in cther :inchstries tha.t directly support
military production. The problem of enforc:.ng controls %o

, ,emloit th::.s vulnerability is of course a very d.:.fi'ic\ﬂ.t .

a.nd in soms- cases :meoss:ble ongSe

L jor Vulnerabilities _

3lis liin obstacles to dovelopment; of the Soviet bio_c'
'economy are the lack of skilis, tecimieel_"ldiom%—hor:" and |
fabricating facilitios. Thare are relatively fov critical raw
. material shorta.,_,es at current lovels or prochz.ctn.ono The USSR and
its Satelllteu are aware of these def:s.c:.anc:.es and are emrt:.ng
stremmus effort_s to irprove their capabilities for sustaa.ned
- 2 «
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. military operations. In addition to thelr efforts o expand

- the overall economic pobential for wvar through increased
capacity in such basic lines as steel, eloctric powr, coal,
'p;etrpléum and *c.,ra,nspor*l;va."t::i.on9 théy, are givﬁng special atten-
tion to the cox'raction of deficiencies 1n certain kay item. |

includjxxgx cartain types. of electronic. equ:.pnen‘b ; precision
:".ns’mmcnt copper and tin; natural rubbar, spocial chemicals;
“ball and roller bea.rin[,s; merchant vessels 5 special types of -
prod;uction e@ipment; and a wids variety of rep]acaz:ant par‘hs
‘and equ:.pmem. compontmtsa_ There is also » oi‘ eourse, an ine
tens3 effort to procure teclm:.cal "Knowhow, ! mataria.ls,
parts and equipment for prod:.tction of a wide variet.y of

weapons. -

' Cumlative Zfforts of Vu.'lmrabil:.ties Rcsulti.n& from
Controla

35 The offect of an economic warfare progran m:x.ch o
dexu.ed s:,:;nif:s.cmt qmntn.tms of cr:.tical items to tha Soviast | ‘(
v econoz:v could bo expected to go substantially bey'ond the mora
sunmation of the ueparate aml direct cffectso Shortages vould
ranify m:i.dely throughout tho econory and one sharbage would
in many cases compoun_d the effect of otherso The total offect'
of such a program, well coordinated and well enforced, ‘muld"
- seriously retard developnent of the ca.pabilit:.as of the Soviet
bloc to vage a pnolonbed uaro

-25 -
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SOVIET BLOC CAPABILITIES TO MINILIZE TUE EFFECT OF cOm‘aozs |

‘36; ]:m*gely as a result of euqaorb controls, direct US
shipments to the Soviat bloc have becone relativaly ﬁmlgm.m
| ficant. The Soviet bloc, howaver has benafitted from the
ack of complete parallel action by other noneSoviot mtdonss
Lhny Y@sﬁ_emm nations have recently displayed'a greater 1l
| ringness td cooparate on export controls s but progress in the
preparation of a sufficiontly inclusive 1ist has boen slows
 The affoctivensss of an aconomie ma.rfare progran would de-
pehd to a large axtont oiz parailel action by the ndﬁuSovieﬁ'

‘countrisse

' 37, In addibion to tho lack of parallsl controls, &
Ta:i.deSpread net of more or less covm:'b tra.de channels has de=
veloped. in recant years through wh:mh the Sovie’c. bloc cone

. tinues to oby Lain products on Vestern control lists, The in-

" tense efforts of ‘thé Soviet bloc, Y:to.séc_:ure_,the's_e‘ itens by
Iov.rd.ejnsc;mé9 curcml’r,ous_ and mpens::va clmﬁxeis is ons meé.sum
of the urgency of i'ba requﬂ:mmnt« , On the othcxr hand, th@ |
substantial voluma of this trade is a nsasum oi' thn part.ial
ine.ffectn.vansss of the cun'ant We.;tom cozrbrol programo . This

gap in onfox‘c(ment‘could be closed to a s:.gm.i‘icant extent
throuuh tho cooparation of the non-»Sov:.et counme.; and the :
_appln.ca.tion of in.,..tr\ments oi‘ aeonomc tarfaxre not m.del.y

w26
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mhployed at present, or not. employed at all, Those
measures wou].d includos precl,usive buyings black listing ;
and forejgn funds gontrols, and dem.ial of shipping facilities,

Despite theseo measures -some restricted items would, of course,

still gat thmugh, espe@ially those of smeall bulk or those

wit',h numerous sources of aupplyo _ 7 _
38, In those cases where it would be impossible for
f,ha Soviet bloa izo procurs vitally needed imports, compsn-

sating internal adjustments could in some cases be made. The

USSR could order a stricter control over the distributiom and

ut,m.zation of eritical itams within and between msmbers of

* the orbit,o this procedure would be feasibls because of the.

high degm of integration of ﬂw éovia& and Satellite

Ve@mmiesor labor, fabricating facuitias,, ‘and m@@rigl&

would be reallocated in an e.ffort. to produce the praducta :

‘previously imported. Syntmties and substit.uws would be

L

~ utilized wherwazy possibleo

.-

‘ 390 The full effect of ‘these measures, howéver, would
not offset édequately the damage resultdﬁg from Viestarn

trade restri@tionsv ‘Presumably the l:a:lr»c9 thmugh its

- planned ee:onomies,, is operating under a sehum of ‘alloca~

tioxm which has alrea.dy _bean_ decided as the best possible '

j arz_rangemeritm Reallocation of l&;bor, materiale, i‘abricat,mé

-2 -
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facilities, and . produc ts is not always feasible and when iv

- can be accomplished it is time consuming, inafficient, and -
‘ijs _generally less satisfact,ory than the previously adopted
program, In view af the fact/; that Soviet planﬁ"‘have 'already
provided for an alloecation of resources giving top priority
to the development of capacity for military production and
heavy industry as opposed\ to consumers goods, realloc_at.ion
of priérit@ies can ték_e place only within an a],-readyn"a rrovwed
area, Any general 'change in the planned pattem of éllbcaé» |

R tion would gertainly retard the dev_eloﬁme_nt of ‘tht.s ;conomi@

~ potential for war,

SECRET
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